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D Collegiate Schools of Business. This tendency to project such 


PREFACE 


This issue of Baylor Business Studies by Dr. Billy J. Hinton 
is a synthesis of the addresses delivered at the third annual Baylor 
»_ Institute on Investment Counseling on the six consecutive Tues- 
Wn days, November 6 through December 11, 1956. The investment 
. counsel extended through this Institute and in summary form to 
p the reader is illustrative of the educational services that are 
increasingly being made available to the business community by 


services to the community is a reflection of the philosophy that 
the university’s educational responsibility extends to the whole 
tr community as well as to the campus student and that the university 
should be a lighthouse of learning to everyone within its reach 
who wishes to learn. 


ALDON S. LANG, Dean 
School of Business 
Baylor University 
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PERTINENT POINTS IN A PLANNED 
INVESTMENT PROGRAM 


Introduction 


A planned investment program implies a rationalized and pur- 
poseful investment formulation in the mind of the investor.) A 
planned program is definitely not a haphazard or piecemeal con- 
ception. Every investment program is assumed to be planned in- 
sofar as the individual investor is concerned even though no two 
plans will likely be the same. Each investment is an individual prob- 
lem and every individual who invests does so under a different set 
of circumstances and objectives. Many things must be considered 
from the individual standpoint such as the amount of money avail- 
able, estimates of economic conditions at the time, responsibilities, 
age and temperament of the individual, and other general considera- 
tions. Whatever the controlling purpose, a planned program would 
be better than an unplanned or haphazard program. 

The objective of this monograph is to present pertinent factors 
important to an individual in developing a constructive investment 
program. No attempt is made to define the many types of invest- 
ments, and it is assumed that the readers are reasonably familiar 
with the basic concepts and terms used. 

An investment program should initially consider two specific 
matters ; first, the individual needs of the investor and, secondly, 
the specific objectives of the investment. Each individual differs 
from all others and a self-analysis is essential before an adequate 
program of investment can be established. One basic difference lies 


1 The subject matter discussed in this paper has been drawn primarily 
from a series of lectures given before an Institute on Investment Cotrnsel- 
ing in the Baylor University School of Business. Credit for the information 
contained herein tust be given to Miss Ed Dell Wortz, Francis I. DuPont 
Company Mr. Fred Bostwick of Merill, Lynch, Pierce, Fenner & Beane; 
Mr. Charles Eubank, Investment Counselor; Mr, Walsteit Smith, Professor 
of Insurance atid Real Estate, Baylor University; Mr. James Goodman, 
C.P.A,, Attorney and Tax Consultant; and Mr, William M. Minar, Rotan- 
Mosle & Co. The wide range of subjeets covered by these astute individuals 
was 86 great as to preclude a complete transeription of their lectures, 
Henee, the writer is taking much liberty in combining the material and at- 
tempting to summarize it, It is not antielpated that any one of the in- 
dividuals will be quoted direetly and the statements involved here will in 
— eases be generalizations drawn from what was proposed in more 
apeeifie terms, Dr, Eleanor de Boer, Professor of EReonomics, Baylor Uni- 
versity, was co-direetor of the Institute and deserves meritorious praise 
for her counsel in this work, 
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in the varying degree of risk which different individuals can as- 
sume, For example, a retired person demands a different port- 
folio than a business man and, again, an employee will in many cases 
require a different program from that of his employer. The de- 
gree of risk assumption, temperament, age, and other factors must 
be considered in the self-analysis. 

An investor establishing a sound program must determine the 
locus of his interests before placing funds. One word of caution 
is noteworthy: there is a difference between investing and specu- 
lating. In general, speculation consists of placing money to seek 
short-term gains, while investing is a longer-term operation. The 
investor, in placing his money for a period of time, anticipates 
safety, income, and growth, Safety here is interpreted to mean 
preservation of purchasing power. Investment income is of pri- 
mary importance to some individuals, while long-term appreciation 
with a reduced amount of current income appeals to other people. 
The perfect investment would combine a maximum of safety, with 
a steady, large income, and relatively rapid growth over a period 
of time. The speculator will also be looking for this type place- 
ment, but he will want faster growth or immediate big income. 


INVESTING AIDS 


Prior to investigating the types of investments open to individ- 
uals, a brief review of aids available to guide in the intelligent selec- 
tion of securities and other investments is necessary. The sources 
discussed here are primarily those concerned with securities selec- 
tion; however, many of these aids analyze general economic mat- 
ters to inform the investor for relatively wise selections in other 
investment areas. 

The four basic aids to assist in the selection of investments are 
statistical services, advisory services, magazines, and investment 
advisors. Statistical services include such publications as the Wall 
Street Journal, Moody's Manuals, and Standard and Poor's Man- 
uals, These services can be found easily and, with analysis of their 
data, the investor can gain a wealth of information about many 
businesses and corporations wherein safe and wise investments 
may be made. 

Typical of the advisory services are Outlook, United Business 
Service, Fitch’s and Moody's. These may be purchased or they can 
be borrowed from libraries or investment counselors. These serv- 
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ices give specific information about current securities, company 
earnings, and financial ratios. Ratings are given to inform the 
investor who does not have adequate time to study earnings and 
ratio factors. 

Magazines suggested are U. S. News' and World Report, Busi- 
ness Week, and Fortune. When the Wall Street Journal is added 
to this list, it would include a daily newspaper, two weekly maga- 
zines, and a monthly magazine that survey the business world and 
economic activities on a broad scale. These periodicals give the 
businessman and others ari excellent coverage of investment in- 
formation. 

Investment advisors are found in trust departments of banks, 
as counselors in the investment field, and as brokers who deal in 
securities. These advisors are anxious to deal directly with any 
investor who has the time to talk with them. 

These aids—statistical services, advisory services, magazines, 
and investment advisors—provide the investor with a relatively 
broad knowledge of most security investment areas. They also in- 
form or advise him in other areas such as real estate and insurance. 


INVESTMENT AREAS 


Many types of investments are available for individuals today. 
A list would include cash, an education, a home, insurance, securi- 
ties, real estate, and the proper preparation of wills and trusts. The 
latter preparatory matter can constitute a tremendous saving of in- 
come for the individual or his estate; hence, it is properly included 
here. 

Cash is not considered by many individuals to be an investment. 
But the man who was highly liquid from a cash standpoint in 1929 
was considered to be an outstanding economist and investor. The 
rapid downtrend in prices caused his money to become more valu- 
able. This increase in real value could easily be considered as 
interest or a dividend accruing on the cash account. A cash base 
in the investor’s portfolio assumes importance when price declines 
are imminent. 

Education might not be considered by some people to be an 
investment but school teachers and college professors advise that 
it is. This group receives many intangible or psychic returns that 
the average investor may not consider a type of income. Statistics 
indicate that a college education will generally give a person a 
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much greater lifetime income than a high school education. Money 
invested in an education returns rich rewards in both a psychic 
and a monetary sense. 

The home as an investment will, in many cases, probably be 
considered a liability. This particular type of investment is an- 
other which reaps rich returns from a psychic-income standpoint. 
A home lends the stability and the security that psychologists deem 
an individual to need. The home, much like cash and an educa- 
tion, is not ordinarily included in the investor’s portfolio as an 
income asset but most individuals upon proper thought will concede 
that all three of these media provide a great placement for funds. 


SECURITIES 


The average person immediately thinks of securities of corpora- 
tions when discussing investments. In this particular field, there 
are several investment media—bonds, stocks, both common and 
preferred, and the certificates issued by investment companies. 

Bonds are usually considered to be the safest form of investment 
because of their stable return, One fault that has become evident 
in recent years, however, is the lack of an inflation hedge which 
seems to be inherent in bond portfolios. An inflationary hedge 
consists of an income-producing asset with a value which tends to 
fluctuate directly with general price level movements. This creates 
a relatively constant purchasing power for the invested funds in 
case liquidation be necessary, Loss of purchasing power over a 
period of time may be detrimental in any investment. 

Bonds are classified as to the type of issuer; government bonds, 
municipal bonds, and corporate bonds, Government bonds have 
the least amount of risk and, in most cases, the least amount of 
return, Government bonds establish the price of other bonds and, 
as the establishing medium, carry some advantage in safety, 

Municipal bonds have one outstanding advantage—their income 
is tax exempt. This can be an important factor in the investor's 
favor, Briefly, to cite an example, in order to gain a return equal 
to that on a 3% municipal bond, assuming a 50% tax bracket, 
an investor would have to obtain 6% out of any other type bond 
to match the 3% tax exempt return on the municipal. 

Corporation bonds are of many types. The corporate mortgage 
bond and the debenture bond based upon the credit of the corpora- 
tion are the two basic securities. In both cases the bonds pay a 
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fixed annual return and the principal will become due on some 
specified future date. If safety is a pertinent factor, an unusually 
favorable investment is a convertible bond. A convertible bond is 
one which can be exchanged at the holder’s option for shares of 
common or preferred stock. The bond value will bear a direct re- 
lationship with the price of common stock when this latter security 
is relatively high, and the bond will also have a floor established 
under its value based upon its own interest return. The principle 
involved can be shown wherein an investor is allowed to trade a 
$1,000 par bond for two shares of common stock selling at $600 
per share in the market. This speculative value—the excess of 
common stock market price above conversion price—leads many 
counselors to favor only convertible bonds. 

Stock can be classified as either common or preferred. An in- 
vestor in common stock becomes an equity holder or one of the 
owners of a business. He owns a prorata share of a corporation as 
represented by his stock certificate. Stock, as such, does not con- 
stitute a debt obligation; it represents ownership. Stock does not 
receive fixed interest but instead has only a residual claim against 
corporate earnings. It has the highest degree of asset and income 
risk of any of the types of securities, and it tends to fluctuate widely 
in market value. The fortunes of the company, the general economic 
outlook, and psychological whims of investors all tend to influence 
its value. A selling feature for common stock is the fact that a 
common stockholder is entitled to vote for directors who are re- 
sponsible to the shareholders for the management of the corpora- 
tion, He is also entitled to share in the earnings of the corporation ; 
however, the company is not obligated to pay dividends unless the 
directors declare that this is to be done, The average payout of cor- 
porations runs from 50% to 60% of earnings, The return on a 
share of common stock is determined by comparing the amount of 


dividends paid in a given period with the market price of the com- 
mon, 


Reasons for buying bonds as compared with reasons for buying 
common stocks are that bonds offer a stable return and safety of 
principal, while stocks generally offer a higher return and potential 
increase in value as the fortunes of the company improve. Stocks 
also have greater risk, but this risk can be limited. There is not 
as much risk, for example, in owning shares of General Motors as 
there is in owning Studebaker shares. There is a risk in owning 
shares of either firm but relative safety is evident in one case. 
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Preferred stocks are another medium of investment. The pref- 
erence allowed a preferred stockholder is found in the fact that 
he has a preference above common stockholders as to the earnings 
of the business and, in some cases, as to the assets of the business 
in case of liquidation. Preferred stocks are sometimes defined on 
the basis of return or yield and this quotation limtis the amount of 
return that will normally be granted to the investor. A preferred 
stock can have less risk than a common stock, but the return is also 
limited. A convertible preferred stock contains a speculative ele- 
ment which ties the market price of the preferred to the price of 
the common into which the preferred is convertible. As in the 
case of the convertible bond, this is a recommended feature in pre- 
ferred stock investments. 

Investment companies, specifically mutual funds, provide another 
type of security which is available for the investor. Certificates of 
these organizations are designed for those people who do not have 
time to manage their own investment portfolio. The individual in- 
vests money in the investment company and receives a certificate 
evidencing a share in the investment company. The funds, which 
the company receives, are used to purchase different types of securi- 
ties in the open market. The value of the individual investment will 
depend upon the types of securities and the market prices of the 
securities which support the investment company certificates. Mu- 
tual funds are designed to fit most investment needs—income, 
growth, speculative, specific industries, and several other invest- 
ment types can be selected. The investor is charged for management 
of his funds and in most cases the management provided by invest- 
ment or mutual funds is very good. Any added expense is expected 
to compensate for itself several times over. 


REAL Estate, INSURANCE, AND ANNUITIES 


A further analysis of investments entails an examination of real 
estate and life insurance. As has possibly been ascertained in the 
foregoing analysis, there is no one type of best investment. Real 
estate brokers maintain that real estate is the best investment, 
the life insurance salesman states that life policies or annuities are 
the best investment, and the security dealer believes he sells the 
best investment. Anything that gives a satisfactory return is a 
good investment, whether this return be in money, comfort, culture, 
or peace of mind. 
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Real estate as an investment generally has some net cash earning 
power even in a period of depression ; hence, it should have a value 
stability comparable to that of good grade stocks. Real estate values 
also fluctuate with the general price level and these investments can 
be used as a hedge against inflation. Financing real estate is or- 
ganized to such an extent that large investments are relatively easy 
to finance by means of long-term installment repayment loans. 
Particularly is this true in the case of home ownership. 

The ownership and operation of real estate is a challenging and 
an intensely interesting field of investment. Many professional 
businessmen who have made initial investments in real estate have 
found it such an engaging enterprise that they have given up their 
original professions and entered real estate on a fulltime basis. 

A disadvantage in real estate investment is found in the realiza- 
tion that most real estate purchases must be made in large parcels. 
Real estate is not a highly marketable asset, nor can it be pledged 
as collateral as economically as some other types of investments. 
In some cases heavily mortgaged property can be lost entirely if 
misfortune should prevent the maintenance of regular repayments. 
One must proceed cautiously with real estate investments since 
they require a somewhat greater degree of management effort and 
skill than do investments in good grade securities. 


Life insurance planning is one of the first steps to be taken in 
organizing an individual’s investment program. Insurance protec- 
tion on the family breadwinner is desirable to assure the family that 
the income he may not live to earn will be provided in any case. 
Life insurance to protect the family budget against death and read- 
justment expenses, provision for business life insurance, estate tax 
liquidity, and peculiar personal estate financing matters may be 
needed by an investor. Insurance providing disability income in 
case the bread-winner is incapacitated for long periods of time 
creates another consideration. 

Life insurance is a sound investment if it gives the investor the 
particular coverage that he needs. There is much more to a sound 
policy than meets the eye, and efficient administration and a good 
counseling or advisory service can aid the investor; both of these 
can be maintained at a low cost. In cases where policies are selected 
unwisely and where they are not suited to individual circumstances, 
insurance constitutes a poor investment. 

Annuities are often considered to be a form of life insurance; 
basically, this is not true. Pure annuities are just the opposite of 
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insurance since they are used to insure against a late death, not 
against an untimely early death. Life insurance creates estates ; 
annuities are used to liquidate estates. The annuity is arranged 
so that the exchange of a large sum of money now insures an in- 
come for life on the basis of a promise from an insurance company. 

Many investors are interested in the annuity because it is estab- 
lished to protect one’s self while life insurance is primarily arranged 
to protect others. When one realizes that it would take $100,000 
to provide an annual income of $2500 or $3000 at 2%4 or 3%, 
he begins to think that annuities might be a good investment. If 
the annuitant contracts with a life insurance company for a policy 
that guarantees him a given monthly income for life, he is sure 
that he cannot possibly outlive his money. The problem involved 
at this point is that he could give the insurance company $50,000 
today and die tomorrow. In such a case, the insurance company 
would retain the balance of what had been paid-in in order to pay 
annuitants who live beyond the expectation. Annuities generally 
include an insurance provision to protect against this type of loss. 
Annuities have been assumed to remove personal worry and an- 
nuitants have been known, in many cases, to live longer than nor- 
mally expected. Insurance men have been led to think that old an- 
nuitants never die, they just double their money over a lifetime. 

In order to find the best investments in the field of real estate, 
insurance, and annuities, it is best to contact a specialist in these 
particular fields. A competent real estate broker and a banker who 
knows real estate will normally be able to give adequate real estate 
advice. Both insurance and annuities are provided by life insurance 
companies ; hence, a competent insurance man should be consulted 
for advice relative to these investments. Life insurance companies 
are highly competitive pricewise, and the investor will find that 
life insurance policies and annuities can be established to fit most 
individual needs. Shopping in these areas for the best possible 
investment will pay long-run dividends. 


THE PORTFOLIO 


The types of investments analyzed to this point as cash, educa- 
tion, home, securities, real estate, and insurance do not constitute 
the whole field of investment, but they are the more popular sources 
of investments. Several of these, such as securities and real estate, 
should be purchased at the most opportune time. The best course 
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would be to buy low and “ride” the security through a long period 
of growth. Investments can be expected to change value relative 
to general economic conditions. Since this is the case, it is very 
probable that the timing of buying and selling will never be worked 
out to an absolute best advantage. There is no known method of 
predicting exactly what prices and costs will be a year from now, 
ten years from now, or a hundred years from now. Because of this 
lack of knowledge, the most practical approach for buying and 
selling is to buy now or sell now, depending upon an informed opin- 
ion. 


The construction of a portfolio of investments demands numerous 
considerations ; first, a cash reserve is essential. The cash serves 
as a cushion or buffer to absorb shocks of price change. Secondly, 
a balance between securities or other investment media is pref- 
erable to a specialization in one type of investment. A variety of 
securities, some real estate, a home, and an education, would def- 
initely be better than all common stocks, all real estate or all pre- 
ferred stocks. A balance of investments held, referred to as di- 
versification, gains importance as the investor’s experience grows. 
Diversification within securities can be attained upon the basis of 
industries, geographical areas, and security types. Balancing com- 
mon stocks with bonds, for example, provides common stock 
growth as an inflation hedge and bond safety. Similarly, having 
real estate or securities of corporations located in different geo- 
graphical areas allows a hedge against economic and weather con- 
ditions. All of these factors must be analyzed while constructing a 
portfolio. 


The supervision of the investment portfolio is based upon the 
changing objectives of the individual investor. Age and tempera- 
ment are important. The young man tends to be speculative, de- 
siring income and fast growth. The middle-aged and older man 
probably seeks better management with limited income and growth; 
later, when he retires and manages his own portfolio, he enjoys 
placing the securities while attaining safety with moderate income 
and growth. Over-all portfolio supervision is tempered by chang- 

ing economic conditions that can be coordinated with the plans 
of the investor as his objectives change. Changing individual ob- 
jectives and changing conditions are both of major importance in 
supervising a portfolio. 


: 
4 
Ge 
: 


16 BAYLOR BUSINESS STUDIES 


Wits, Trusts, AND EstaTE ADMINISTRATION 


Investing is designed to build a nestegg or some security in the 
future. Many men spend a lifetime amassing an investwent program 
and then lose it in an estate cluttered with law suits or have it dis- 
sipated through taxation in a method which would never have been 
allowed had they been alive. Estate administration, the establish- 
ment of trusts, and the writing of a satisfactory will is understood 
to be part of a proper investment program. 

The importance of having a will cannot be denied. The law al- 
lows an individual to govern the distribution of property after his 
death, but there are certain statutory requirements that must be 
met. Some states, such as Texas, have several disadvantages in 
cases of intestacy, which means dying without leaving a will. 
The statutes govern descent and distribution as they apply to 
minor children. These statutes also control the distribution of 
property generally. In cases where the Court must administer the 
estate, many steps are involved which can be very long and costly. 
For example, an administrator must be appointed, a bond must be 
secured, and joint control with the bonding company is involved. 
Court orders, annual accounts, public records, attorney fees, court 
costs, filing of formal claims, holding the estate open for one year, 
and publication of legal notices involve time and expense which 
must be drawn from the estate and which will never be realized 
by the beneficiaries of the deceased. In cases where an independent 
executor is provided by a proper will, necessary action involves 
the filing of an oath and the receipt by the executor of the re- 
quired letters to confirm his position. The estate is administered by 
the independent executor ; he is bonded by a known bonding com- 
pany, and by filing an inventory of the estate, he can conclude the 
estate transaction free from the direction of the court in the 
absence of misconduct. The selection of an independent executor 
who knows estate and income tax statutes can save the bene- 
ficiaries of the estate much money. It is important that the execu- 
tor be bonded and that his powers be well defined. 

Wills are necessary for both the husband and the wife. Since 
statutes of descent and distribution are binding on both parties, 
the wife’s will is as important as that of the husband. Joint and 
mutual wills can be obtained ; however, a competent attorney should 
always be consulted in matters involving the preparation of these 
instruments. An attorney should also be consulted relative to the 
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disadvantages of holding property in the names of minor children. 
Guardianship and the rules of estate administration both apply to 
cases of this nature. Such property has definite investment limi- 
tations. The property held in the name of a minor child also passes 
to the child outright at the age of twenty-one. 

Wills should be made with an understanding of state community 
property rules. Some states allow community property wherein 
the husband and wife are assumed to each have an equal ownership 
and an undivided one-half interest in all property accumulated after 
marriage except that which one spouse receives by gift, devise, or 
inheritance. In states that have community property laws, it is 
essential that the investor who is preparing his will consult with 
an attorney and fully understand the theory of community property, 
the control of community property, the disposition of community 
property, and be able to relate this concept to that of separate prop- 
erty. State community property laws fully define descent and dis- 
tribution as applied to community property. In no case should an 
individual guess on these matters. One of the best investments 


that can be made here is to consult with a competent tax and estate 
attorney. 


The preparation of a will should conform at all times to state 
legal requirements. The specific language of the will should be in 
line with legal codes. The testator can have a handwritten will, if 
he wishes, but it is always best to have the will typewritten. In every 
case where required, the testator must sign fully and do so in his 
own handwriting. A will should be worded to accomplish the de- 
sired intent, and the importance of using an attorney to properly 
draft and witness the will cannot be overemphasized. 

A common misconception is that the simpler the will the easier 
it will be to interpret and the better it will be understood. The 
problem of interpretation on the part of the court and the effect 
of interferences in the will are very great whenever a simple will is 
used. Proper language to describe the exact intent of the testator 
is very desirable and this normally requires advice from a person 
who is schooled in this field. 

The use of trusts in estate planning is gaining more importance as 
the nation experiences a long period of economic prosperity. Trusts 
established for minor children have several advantages; among 
these is gift tax exclusions, delay of future interests in making gifts 
to minors, and delay of a minor’s ownership in property beyond 
the age of twenty-one. Trusts are versatile enough to care for 
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practically any consideration that an individual might have in mind. 
Inter vivos trusts, testamentary trusts, and short-term trusts pro- 
vide certain basic principles and concepts which are defined to care 
for the needs of any individual who wishes to use trusts in his 
estate planning. Attorneys and bank trust officers can readily ad- 
vise on trust matters.? 

The astute investor seeks several things while adapting wills 
and trusts into his investment program. First, and probably fore- 
most, is security for the family. Following this security is the 
matter of conservation of property, liquidity, and the avoidance of 
unnecessary taxation. 


GENERALIZATIONS AND CONCLUSIONS 


A planned investment program is based upon a thorough analysis 
of the individual investor’s risk position and an informed analysis of 
the investment needed to satisfy his particular best interest. Basi- 
cally, the greatest problem in investing seems to hinge upon fear. 
Fear is based upon a lack of knowledge. This lack of knowledge 
probably involves the economic outlook for the nation, the type of 
investments which would best fit the investor, and the particular 
needs of the investor himself. 

Economically, the future of the United States is encouraging. 
Long-run growth and prosperity are forecast for the next ten to 
twenty-five years. This is only an educated guess ; however, in the 
light of population growth to assure markets and the amount of 
funds being placed into research, long-run growth and greater in- 
comes appear to be assured. 

Investments of many varieties are available for the informed per- 
son who wants to place money. Personal analysis or the purchase 
of an investment service can inform the investor as to the best 
placement for his funds. Services costing from $58 to $400 a year 
effectively preclude their use by small investors. The statistics 
and services available to aid the studious individual at a modest 
cost are very numerous. Weekly and monthly magazines and daily 
newspapers contain data to inform the investor. Investment coun- 
selors, found in many localities, have informational services at hand, 
and they are willing to impart what knowledge they have to the 
investor. 


2 An excellent article on this phase of estate planning can be found 
in the December 28, 1956, issue of U. S. News and World Report. 
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A knowledge of one’s self can be made by objectively analyzing 
the position in which the investor finds himself relative to age, 
temperament, family, social position, and other pertinent factors. 
All of these temper the degree of risk assumption which the in- 
dividual can assume. A knowledge of risk assumption ability 
is necessary to curtail the fear of whether or not the individual 
has properly invested. Fear of the economic outlook of the nation, 
of investments which can be made in a growing economy, and of 
the common sense of the individual, can all be overcome by an ob- 
jective analysis and by seeking advice. 


Many investment areas are open to the investor ; securities usual- 
ly form the first line of observation in this particular realm. Com- 
mon stocks provide the inflation hedge which many investors seek, 
yet they have the greatest degree of risk and the greatest possibility 
for income. Bonds, on an average, are assumed to be safer than 
common stocks; yet, they do not allow a hedge against inflation 
and they have a limited income. Preferred stocks usually have a 
defined annual income and, in some cases, they are assigned a 
preference as to liquidation assets over common stock. 


Real estate is normally assumed to be a fairly safe investment. 
Only limited suppiles of this investment medium exist and a pre- 
dicted expanding population will create increasing demand over 
the long run to push prices up. Real estate, however, requires close 
management and, in many cases, this necessitates more time than 
the average investor can afford in studying his investments. 

Insurance and annuities are a part of the investor’s over-all 
program of investments. Insurance is both a necessity for its pro- 
tective features and an investment for its return. Insurance and 
annuities can be aligned to meet the needs of most investors. Com- 
petition between companies in the insurance field promotes an 
examination of policies in order to find the best possible invest- 
ment. 

The management of a portfolio becomes very complex and im- 
portant with a wide variety of securities and other investments 
available for selection. Management of a portfolio in buying and 
selling can be based only upon an informed opinion in which the 
investor must make the final decision. Diversity is needed for 
protection from price fluctuations and the portfolio should contain 
a specified amount of cash, an education, and a home. The invest- 


ment program should be arranged to provide both psychic and 
monetary income. 
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Estate planning assumes greater proportions in a period in 
which many people are building very good investment programs 
to provide for long-run security. The proper preparation of a will 
to protect the beneficiaries of the estate-builder is expedient. The 
use of trusts to solve certain problems caused by taxes and other 
laws can be exercised to very great advantage. In securing proper 
trusts and preparaing a proper will the use of counsel, particularly 
from trust officers and attorneys, cannot be overemphasized. 

A planned and balanced investment program consumes time and 
funds, but it brings returns not possible with an unplanned, hap- 
hazard program. Every investment is the resolution of an individual 
problem. The rational individual who invests in a purposeful man- 
ner makes an objective analysis of the different circumstances and 
conditions facing him at the time. The investor must consider what 
he can afford to do, seek advice, and then place his funds and plan 
his estate on the basis of the knowledge possessed. It has been 
suggested that the best and easiest method for developing an estate 
is to confine financial interests to those types of investments that 
require the least amount of understandng and a minimum of work 
in an area where expert advice is most easily available and most 
inexpensively obtained. 
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